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MEMORANDUM FOR THE RECORD 


SUBJECT: Briefing Material on Japan 


The attached material was prepared in response to a 


request from Mr. Thomas Enders, Assistant Secretary of 


State, and was forwarded to him on 12 July 1974. 
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JAPAN: WELL INTO A SLUMP 


1. The Japanese seencuy is experiencing its most 
pronounced slump since the 1950s. Industrial output has 
dropped substantially over the past six months, and real 
GNP declined 5% in the first quarter compared with the 
last quarter of 1973. Economic growth probably will come 
to a standstill in 1974. Tokyo is predicting a decline 
of 1.5%. | 

2. Tokyo's anti-inflation program has prolonged 
the downturn initiated by the pinch on o1i1 supplies last 
winter. The most restrictive monetary and fiscal policies 
in years are curtailing domestic demand, forcing producers 
to seek foreign buyers for their goods. Rampant inflation 
hurt the ruling Liberal Democratic Party in the recent 
Upper House elections, but the pace has slowed recently. 
Large wage increases and a low level of unemployment have 
minimized popular discontent. 

3. The economy should begin a gradual recovery in, 
the second half, its timing and strength depending heavily 
on Tokyo's policy decisions. Finance Minister Fukuda and 
other officials seem determined eG throttle inflation even 
at further cost in economic growth. Since inflation seems 
to concern the Tanaka government more than maintaining 
output, we believe it will be very cautious in switching 


to expansionary measures. 
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The Slump Arrives 

4. Japanese industrial Output, on a seasonally 
adjusted basis, slipped 5% from November through April 
before recovering slightly in May. Only in a few industries, 
such as motor vehicles, has production fallen py 10% or 
more since November. Because of the large profits earned 
in late 1973, most firms have avoided financial problenis 
despite weak sales and rising costs. Even the hardest-hit 
industries are maintaining employment by cutting working 
hours. The unemployment rate consequently is no higher now 
than a year ago -- about 1.5% of the labor force. 

5. In recent months, weak demand rather than inadequate 
Oil supplies has been the main deterrent to economic growth. 
Consumer demand has fallen Sharply in real terms, as wages 
failed to keep pace with prices. At the same time, tight 
credit and slow sales have persuaded businessmen to postpone 
investment outlays. Other components of demand have not 
taken up much of the slack, as they did during the 1971 
downturn. Government spending has been declining in reat 
terms. Output would have dropped even more had not foreign 
demand for Japanese goods picked up in recent months. 

6. Japanese cost-of-living increases accelerated to 
annual rates averaging nearly 50% during the winter months. 
Production bottlenecks in certain industries, shortages of 
raw Materials, speculative buying, and excess demand all 
Played a part. Both the pinch on oil supplies and the huge 
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rise in the cost of oil gave considerable impetus to price 
hikes. Initial efforts to curb aggregate demand were too 
moderate to help much. Not until the end of last year 

were monetary restraints tight enough to force postponement 


of investment outlavs. ° : : ; f 


qs In addition to production constraints, Japanes? 
industry experienced serious cost pressures in early 1974. 
Raw material costs had risen about 30% during the previous 
six months and increased further after oil prices were raised 


on 1 January. About four-fifths of the 12% increase in 


Geecoare PEXGCS during January-May was due to rising prices 


for arial sna other industrial materials. Higher labor costs 
also contributed to the price spiral. Because of the slump 
in industrial output, unit labor costs in January-February 
rose at an annual rate of 12%. By pushing up interest rates, 
the government's monetary policies raised business costs. 

8. The rapid price rise early this year has induced 
Tokyo to maintain a tough anti-inflation program. Credit 
limits for small and medium-sized firms were relaxed in May 
to avoid a rash of bankruptcies. But the overall credit 
limit for April-June has been held close to that of the previous 
quarter, pushing interest rates to near-record levels. In 
March, the government placed price controls on 50 basic 
commodities and 150 important consumer items These credit 
and price measures, together with weakening demand for some 
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commodities, slowed the increase in consumer prices to 
an annual rate of 15% during the 3 months ending in May 
compared with 47% in the preceding 3-month period. 

9, Japan's economic downturn has aided the trade balance 
by dampening import demand and stimulating exports. Import 
volume during January-June 1974 was only slightly above year- 
earlier levels, wh’°. export volume rose an estimated 10% 
as Japanese firms boosted overseas sales to help offset sluggish 
demand at home. Even so Japan had a trade deficit of $3.0 

_ billion (not seasonally adjusted) in January-June 1974, compared 
with a $1.6 billion surplus in the same months of 1973. 
Deterioration in the balance was primarily the result of higher 
. O11 prices, which pushed the oil import bill from $2.5 billion 
in the first half of 1973 to $8.9 billion this year. To protect 
foreign reserves, Tokyo has reduced long-term capital 
outflows and encouraged borrowing abroad. 
A Turnaround in the Second Half 

10. Japanese economic activity should turn up in the 
second half, but orobably not enough to generate much, if 
any, gain in GNP for the year as a whole. Finance Minister 
Fukuda wants to restrain demand firmly WHeEI he fall, hoping | 
to bring inflation under control by then. Unless industrial 
output recovers in the months ahead, pressures to ease 
policies sooner will be hard to resist. If Tokyo stimulates 
demand within the next couple of months, economic growth 


probably could reach 28 in 1974 at the outside. 
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il. Since the short-term ontlook is for sluggish 
output and higher prices, it is difficult to judge what 
the government will do. The slump in output gradually 
has spread to light industry, which generally lacks the 
financial resources of heavy industry. The outlook for a 
recovery of heavy industry output is not good, especially 
Since inventories of finished goods exceed normal levels. 
Tight money continues to hurt the construction industry. 

The value of construction orders is still running below 
year-earlier levels. 

12. Even if Tokyo stimulates demand soon, recovery 
will be gradual. New orders for machinery and equipment 
Flummeted during the first three months of 1974, and surveys 
suggest continuing weakness in fixed investment until the 
fourth quarter. A substantial slowdown in inventory accumulation 
appears likely, following the near-record increase during 
the past six months. Personal spending increased only 
moderately in May following the 303 wage hikes won by most 


workers in April. ' 


Strong Wage-Push Coming for Prices 


“13. Although the worst of the price spiral appears 
over, rapid inflation in the months ahead seens assured 
because industry will face severe cost pressures. Higher 
labor -costs stemming from the record 1974 wage hikes will 
be the chief factor sustaining inflation. With industrial 
output likely to stagnate during the next few months, 


wd 
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productivity gains will be too small to prevent substantial 
increasas in unit labor costs. When price controls are lifted 
in the months alicad industry also will move to pass along 
higher production costs stemming from increased prices for 
oil and other raw materials. Given the magnitude of the 
wage ond price hikes facing industry, Tokyo's objective 
of forcing firms to absorb a large portion of the cost 
increases seems unrealistic. 
Balancs of Paymants 

14. Tokyo's hopes of achieving a trade surplus this 
year ara fading. Although the expected moderate drop in 
Japanese imoort volume should help bring commodity prices 
down, several months will pass before declines, show up in 
the trade account. ‘The import bill in 1974 is expected 
to expand about 65% to $54 billion, with oil costs accounting 
for rouuhly two-thirds of the rise. As a result of sharply 
increased pricas and moderate volume gains, Japan's export 
earnings are growing at a record rate of 48%. This pace will 
not likely be maintained throughout the year, however, and 
Japan will still register an overall 1974 trade deficit of 
about $2 billion compared with a $3.7 billion surplus in 1973. 
Japan has a strong chance, however, of restoring trade 
surpluses toward the end of this year. 
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15. With the trade account $2 billion in the red, 
Japan can expect a current account deficit of about $7 
billion and a deficit in the basic balance of around $10 
billion. Tokyo probably will be unable or unwilling to hold 
long-term capital outflows to less than $3 billion compared 
with last year's $10 billion level. Substantial loan 
and investment cormitments have already been, incurred, and 
Tokyo is determined to make funds available to help develop 
raw material resources abroad. 

16. Despite the expected large deficit in the basic 
balance, Tokyo should be able to maintain official reserves 
near their current level of $12 billion to $13 billion. 

This can be accomplished by drawing on non-official holdings 
of foreign exchange and by borrowing short-term funds abroad. 
Non-official holdings -- mostly dollar deposits in Japanese 
commercial banks -- still amount to almost $8 billion. 

The Japanese eiewadu: Have increased their short-term 
borrowing abroac@ by some $7 billion, mostly in the Euro- 
dollar market. The Ministry of Finance recently warned’ 
Japenese banks to limit their Eurodollar borrowing, however, 
and short-term borrowing in the US has now accelerated. 

Tokyo clearly considers such moves only as temporary expedients. 
In the longer term, it will be aiming at least for balance 

in the current account, which will require returning to 


sizable trade surpluses. 
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Japan: External Economic Indicators 


Value of Trade 
($ million) 


Seasonally 
Exports imports Balance = “Adjusted _ 
1972 28,032 19,961 8,971 
1973 36,264 324576 3,688 
1974 Jan 2,551, Sye oor -784 91 
Feb 3,368 4,058 -690 ~635 
Mar 4,204 4,580 -376 ~672 
Apr 4,169 4,548 ~379 ~264 
May 4,537 5,106 ~569 -50 
Official Resuxvas _ 4 © Exchange Rate 
($ billion, end of paxiod) ; (yen/dollar average 
_ ae for period) 
1972 18.4 308 
1973 12.2 ~ 273 
1974 Jan 11.6 298 
Feb 11.9 292 
Mar 12.4 283 
Apr 12.7 278 
May L3s2 : 279 


Jun 13.4. ot 283 


Export and Import Price 
Indees in US § 
(1979=100) 


Exoorts' Imports 
1972 — 115 110 
1973 141 140 
1974 Jan 156 174 
Fe5 171 220 : 
Mar 175 228 
Agr isi ; 235 


May 185 240 
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CAUSES OF INFLATION 
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The Pattern of Inflation 
7" 1. Japan's inflation is the most severe in twenty- 
five years and the Nigh®est among industrial countries. By 
mid 1974 wholesale prices were nearly. 50% above the December 
1971 level with most of the gain coming in the past year. 
Wholesale prices rose 8% during the first half of 1973, 
198 in the latter half and 13% during the first half of 
1974... The price spiral is a dramatic break with Japan's 
past performance. During the decade ending in 1972 
Japanese wholesale prices rose only 1% annually on average, 
compared with US and West European average price gains of 
2-38. , “ 
Causes of Inflation 

2. Various factors contributed to the price spiral. 
Strong domestic demand at home combined with production 
bottlenecks in key industries clearly played a role. 
Strong Japanese demand also contributed substantially to 
last year's record increase in international commodity 
prices. These price hikes hit Japanese industry especially 
hard. The pinch on oil supplies and the huge increase in 
oil costs have also been major factors stimulating inflation. 
Finally, higher unit labor costs are adding impetus to 


the price spiral. 
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3.. To quantify the various factors contributing to 
inflation we used Japan's 1970 input-output tables. By 
Manipulating the tables we determined the impact of a price 
change in one input on unit Output prices, and in turn 
wholesale prices. The various inputs were ¢ sided into four 
groups -- agricultural goods, raw materials, oil and labor. 
The calculated changes in wholesale prices differ from the 
actual wholesale price index change. The unaccounted for 
residual essentially represents a change in profits. - 

4. The input-output analysis yielded the following 
results for 1972-73. . 

Higher food and raw material prices accounted for 
roughly three-fifths of the 333 rise in wholesale 
Prices during the period 

© unit labor costs contributed relatively little to 
inflation during the period, accounting for only 
about one-tenth of the wholesale price increase 

e higher profits accounted for as much as one-fifth 
of the price increase during 1972-73. Higher 
profits were a particularly important factor in 
the latter part of 1973 when they accounted for 


a quarter of the wholesale price increase. 
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Japan: 


Agriculture 


Other Raw materials 


Oil 
Labor 


Residual 


Actual change in 
wholesale prices 
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Causes of Wholesale Price Inflation 
1972 1973 1974 
: ae i fa z 
(Percent of total change in wholesale 
prices) 
49 48 80 25 24 
-243 3 “6 ° 25° 25 
15 2 2. 15 | 62 
126 3 14 10 27 


153 44 10 25 -38 


0.50 5.24 7.95 19.44 11.15 
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5. Results for early 1974 show sdihe Marked changes 
in the factors contributing to inflation. 
© higher oil prices provided the main impetus to the 
11% rise in wholesale prices during January-April 
accounting for about. three-fifths. of the increase 
© higher unit labor costs also added fuel to the price 
spiral, accounting for one-fourth of the January- 
April increase 
e declining profit margins exerted a significant 
negative influence on prices 
6. The Analysis also indicates that higher labor 
costs will be the chief factor stimulating inflation during 
the second half of 1974. . Japanese workers have already 
won record wage hikes averaging 32% this year. Unit labor 
costs will increase almost as fast -~ by at least 258 -~ 
because sagging industrial outprt will prevent any significant 
productivity gains. Under these circumstances the wage 
increase sheuld cause roughly a 10% hike in wholesale prices 
this vear. | 
Higher Commodity Prices* 
7. Japan's raw material costs began accelerating iy 
lute 1972 primarily because of higher import prices. Commodity 
PLLces rose 16% during the first half of 1973, by 27% during 
weet dazkoust half and by April 1974 were 70% above early 1972. 


~ivals. The price rise in part resulted from surging 


Tuxcluding oil. 
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Japanese demand. Japan is by far the world's largest raw 
material importer and changes in its demand can exert a 
substantial influence over international prices. Last 
year, for example, Japan accounted for roughly half the 

"Increase in world consumption of copper, prices for which 
nearly doubled. 

8. Last year's currency change did little to ease the 
impact of higher commodity prices on industrial production 
costs. Approximately 70% of Japanese imports, and practically 
all raw materials, are handled by a dozen large trading firms. 
Evidence suggests that these firms boosted profit margins 
following last year's yen revaluation rather than passing 
along savings stemming from parity changes. Even in yen 
terms, however, higher raw material costs since early 1972 
have boosted industrial production costs directly by about 
5% and indirectly by at least as much. 

9. Some industries have experienced particularly large 
cost increases. Since mid 1972, for Aciamisine higher material 
costs have boosted unit output prices in the non-ferrous 
Metals industry by about 30%. Unit output prices in the 
steel industry were boosted by 20% and 13% in the textile 
industry. Together these industries accounted for roughly 
one-fourth of the wholesale price increase since the start 


of 1972, somewhat more than their weight in the index. Higher 


import costs accounted for an estimated one-third of the 


wholesale price rise for foodstuffs. 
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Oil Price Hikes _ 


10. The huge increase in oil import costs was the 

principal cause of inflation in early 1974. It terms of 
J ; yen, per barrel costs are now running 240% above last 
: : year's level. In dollar terms Japan is paying about 
$11 per barrel. The input-output results indicate that 
higher oil costs have increased wholesale prices by about 
8% since October 1975. This is about one-third of the 
total wholesale price rise in the period. The sharp oil 
‘price increase in January accounts for about’ 60% of the 
increase in Japan's wholesale prices during the first 
half of this year. 

11. Sectors hardest hit by oil price hikes include 
iron and steel, nonferrous metals, and industries heavily 
dependent on oil derivatives. Unit output prices for 
synthetic rubber, for example, have increase 6% because 
of the oil price hike. In the case of synthetic fibers, 

ay the increase is nearly 10%. Costs of gas and electricity 
are up roughly 20%. Even before the oil price hikes 
Japan's electricity prices to industry were high relative 
to other industrial countries. The latest price increases 
will deal a particularly severe blow to Japan's aluminum 


industry. 
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Impact of Oil Price Incivase on Unit Output Prices in Japan 
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Fresh produce 
Other crops 
Edible livestock 
Other livestock 


. Lumbering 


Fisheries 


- Ferrous ores 
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_ Lump coal 


Coke and coal products 
Crude oi] and natural gas 
Refined petroleum products 
Other minerals 

Ceramics 

Meat and meat products 
Marine products 

Grains 

Other edibles 

Beverages 

Teacco 

Pig iron and ingots 

Steel mill products 
Nonferrous metals 
Fabricated metal products 
Heavy chemicals 
Synthetic fiber feedstock 
Other chemicals 

Rubber 

Natural fibers 

Synthetic fibers 

Fabrics 

Clothing and furs” ¢ 
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Leather poods 


Furniture 
Lumber 
Pulp paper 


Packaging materials 


Office supplies 
Agricultural and 

industrial machinery 
Electric machinery 
Transport machinery 
Precision instruments 
Miscellaneous manufactures 
Civil engincering sh 
Construction 
City gas 
Electric power 
Water, sewage 
Transport 
Communications 
Wholesale and retail trade 
Publishing and printing 
Banking 

Real estate 


Rentals 


Research 
“Public services 
Other 
Undistributed 


Total change weighted by 


wholesale price weights 


Percent Change 
in Sector Unit 


' Qutput Prices 
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Labor Costs 
12. Until recently higher labor costs were a 
relatively minor factor in Japan's inflation. Unit 
labor costs rose somewhat during the first half of 1972 
when industrial output gains were moderate, but actually 
declined in the latter half. By that time industrial 
output Was: Ghexeasine relatively fast and productivity 
_ gains were more than adequate to offset substantial 
wage hikes. Output per man-hour in 1972 as a whole 
increased by 10% while wages rose 16%. 
13. Japan's 2% increase in unit labor costs last 
year was less than any other industrial country. Hourly 
wages rose by 20%, but labor productivity gains were nearly 
as great. Not until September 1973 did output for wan-hour 
begin slipping. By that time major industries were already 
working above their rated Capacity making it difficult 
to achieve significant productivity gains: The reduction— 
in oil supplies beginning in November aggravated the 
problem by forcing production cutbacks. As a result, 
unit labor costs were increasing fairly rapidly toward ‘ 
year ‘end. 
14. By early 1974 higher labor costs were adding 
substantially to the price spiral. Unit labor costs ‘rose 
73, during January-April 1974, boosting wholesale prices © 


by almost 5 percentage points. The rise in labor costs 


D atta 
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Impact of 254 Increase in Unit Labor Costs” on Unit output Prices: 
Partial Sector Results on 
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occurred because industrial output fell sharply in response 
to weakening domestic demand. Despite the drop in output, 
Japanese firms iineained overall employment levels, : 
preferring instead to cut working hours. The auto and 
textile industries have been most affected by rising labor 


costs since their output has fallen the greatest. 


ei ipee fe ae 

is ‘ Vel ble tet fe ‘ 
Capacity and COLES. (pttOla— 
ket NG ee ee 


15. Supply problems developed fairly early in the 


business cycle. Industrial output expanded relatively 


fast in late 1972 and early 1973 but by mid~year most major ILLEGIB 


Japanese indu 


16. Several factors contributed to the problem of 


inadequate capacity. The key reason was a sharp slowdown 


in plant and equipment investment beginning in late 1970. 


Private fixed investment rose by only 3% in 1971 and 8% 


in 1972 compared with the long term average increase of 


about 203%. 


As a result the growth in plant capacity 


fell to less than half the 153 long-term average. In some 


mew ee a ern 
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industries -- notably textiles -- growth in plant Sacaetey 
practically halted in part because parity changes made it 
more profitable to invest in overseas plants. 

17. Investment fully recovered in 1973 when plant 
and equipment spending in real terms rose 20%. Nonetheless, 
plant capacity during the year still increased by only 83, 
well below the long term average. One reason’ for continued 

‘slow growth in capacity is che roughly l year gescation 
period for construction of new plants. In addition, 
however, a larger share of fixed investment is going for 
pollution control equipment. The Japanese estimate eae. 
pollution control equipment is accounting for at least 10% 
of total fixed investment. In 1970 the hare-wae much 
less. 

18. Tokyo underestimated the problem of capacity 
restraints in formnulating demand management policies. 
Fiscal and monetary policies remained expansionary eeuan 
early 1973; indeed, money supply during the year ending 
in March 1973 rose 50% while the budget deficit was 
comparable to a $25 sillion US deficit. Tokyo began 
tightening monetary and fiscal policies by mid year, but 
initial measures had little impact on private spending. 
Credit restrictions were ineffective because corporate ! 


liquidity was high and Japanese firms wer2 able to finance 
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a larger share of investment from retained earnings. Rising 
wages and a growing inflationary psychology fueled personal 
consumption. 

19. Not until early 1974 were restrictive demand 
management policies fully effective. The combination of the 
policies and the continued erosion of real incomes caused 
a sharp decline in aggregate demand during the first half 
of 1974. With demand falling and some excess capacity 


developing industry was forced to absorb a substantial 


. Share of cost increases during the period. As a result, 


profit margins were reduced considerably. 
Prospects 

20. Although the worst of the price spiral appears 
over, inflation will remain a serious problem throughous 
1974. Unit labor costs alone will increase enough to boost 
wholesale prices by almost 103% during the second half of 
1974. Although raw material costs are beginning to fall 
because of the world-wide economic slowdown, the slippage 
has been moderate. Moreover, the full indirect effects of 
higher oil prices have yet to be felt , because of price 


controls. Thus, while the rate of inflation will slow price 


Stability is still a long way off. 


ieee 
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21. To restrain price hikes, Tokyo plans to maintain 
tight demand management policies through the fall. The aim 
is to force business firms to absorb high wage costs. A 
growing number of industries, however, are already ina 
profit squeeze. Moreover, if profits continue deteriorating, 
investment wild be further inhibited, prolonging Japan's 
economic downturn. To help alleviate the problem, Tokyo is 
permitting price increases in a few selected industries, 
such as steel, in order to assure that adequate investment 
levels are maintained. 

22. An alternative policy would entail some stimulative | 
action aimed at boosting output. This, in turn, would help 
ease cost-price pressures by permitting labor productivity 
gains that otherwise would not occur. several risks are 
involved in such action, however. A major problem is that 
any strong Japanese economic recovery at this time would tend 
to reverse the recent downward trend eo international 
commodity markets. In any event, Tokyo is concerned that 
stimulative action would interfere with its goal of iim nakong 


the current account deficit in the near future. 
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CONSUMER PRICE INDEX © 


(1970 = 100) 

Ty 7 co nner nein eran: mein 
Toran 4 Foods | Housing 4 Clothing 4 
TETRA NAAEE,' CRRA TE CCCI RR rN NE 
1965 76.7 § 74.7 { 19h 78.6 d 
1966 80.6 | 77.6 | 83.1 | 81.7 
1967 83.8 | 81.3 4 e772 | 84.0 
1968 ~88.2 | g6.5 | 90.3. | 87.7 
1969 92.9 | Seg. i) 94.0 | 92.0 

1970 100.0 § 100.0 | 100.0 100.0 
1971 106.1 106.0 f © lode | 109.0 
1972 Jan 107.8 § 107.0 § 106.9 119 | 
Feb 108.2 § 107.3 107.1 110.4 
Max 109.2 f loo.a | 10723) * 110.9 
Apr 110.4 110.4 108.2 Tier 
May 110.9 4. “arog 108.8 : 112.9 

Jun 110.7 109.4 109.2 115.6 

Jul 110.7 | 108.9 109.5 116.0 

Aug 111.6 reba ieert 109.7 113.8 

Sep 112.9 111.8 109.8 17.4 

Oct 113.0 112.6 110.2 119.3 

Nov 112.5 111.0 110.8 119.9 

Dec 113.4 112.2 111.5 120.6 

1973 Jan 114.5 § aia. | 112.1 120.9 

Feb 115.4 f 415.5 | 113.0 | 121.6 

Mar 118.4 120.0 114.6 126.7 

Apr 120.7 122.0 116.8 131.4 

May 122.8 123.9 118.4 138.5 

Jan 123.0 122.3 119.4 140.6 

Tul 123.9 123.1 120.1 att 

Aug 125.0 125.4 121.0 140.0 

Sep 128.6 130.7 122.5 148.1 

Oct 129.1 13061 124.2 153.2 

Nov 130.4 § 130.3 126.4 155.2 

Dec 135.1 135.6 132.0 158.6 

1974 gan 141.0 | 2145.4 | 138.1 161.9 

Feb 145.8 | 152.0 &{ 144.6 163.3 

Mar 146.8 152.4 146.6 165.2 

Apr 150.8 N.A, N.A. N.A. 
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| Wholesale Price Index ; 
i (1970=100) : 
; Iron & Machinery & Petroleun, Coal & 
4 Foodstuffs Textiles Steel Equipment Related Products 
} ES TTS 2 ns A >. art RR oe 
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i 89.0 93.6 : 98.4 : 
: 93.7 94.6 g 98.6 
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i 103.8 : *.  9B.0 : . .100.3 
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i 104.8 _° 99.6 “100.7 
a 105.5 97.0 - |. 99.0 
i 105.5 97.5 : 7 98.2 
j 105.8 97.1 . 99.1 
a 106.2 : 98.2 2 99.2 
j 106.7. - 100.4 ‘ 99.3 
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3 108.1 103.4 99.3 
4 109.2 105.9 99.3 
4 109.3 112.6 99.5 
_ 111.8 120.6 - 99.8° 
i 113.4 134.3 ; 100.4 - : 
i 113.4 132.3 102.0 : ; bs tae 
; 114.1 | 133.6 : 
j 115.9 | - 136.6 103.6 
i 116.8 139.2 
i 118.6 141.6 104.7 
7 120.5 139.4 105.7 
j 122.0 -39.4 
3 124.9 141.2 
| 129.0 148.8 
2 134.3 - 152.0 
; 136.8 148.4 
i 137.0 144.5 
: 137.8-- 141.1 
3 NA ‘KA 
} 
| 
i. oye vee et rt tay rent 
i £ ‘ : et . 7 we 
"} 
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; 
: COMMODITY IMPORT PRICE INDEX 
(1970 = 100) 
; ' Metallic 

i Materials 

: é 90.2 | 

| 1969 93.8 105.4 91.3 

F 1970 § 100.0 100.0 100.0 

7 

: 1971 F 6102.8 97.6 89.0 

' °F i972 95.7 102.2 kon 

i 

}  — 1973 Jan jf 105.8 12757 78.5 

i Feb { 104.0 123.2 76.8 

] Mar 99.1 122.1 73.3 

j Apr 103.9 131.0 76.8 

i May 108.6 138.5 79.6 

i Jun §— 113.0 145.3 73.5 

] dublado ag. 151.4 83.7 

i Aug f 117.7 157.1 £8.8 

! Sep ff 122.1 162..6 91.7 

i Oct ff 127.5 162.7 90.0 

j ; Nov 136.6 174.1 96.0 


if Dew | 105.9 
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GNP 
(PERCENT CHANGE Over Previous Year) 
SEE SR SALSA SAT EE EE 9 COR a SIS Sa ET tei eeeme RUS ATRL Re BS Sa a 
‘ { Consumption i Pixed Investment 
f. PRS es ict aemuaae tea | ' (eR DRT Seren 2a eee SII 
Nominal { Real E Private | Gov't 4 Private | Gov't | 
OB on grmeticns. te ete tetra seTET jor es Teecennincorca Se RENE TRE. ens. ote: | ' erik es a) 
1966 I 12.6 1 8,4 CO NDA Beg: A a 
i 13.6 9.4 f 7:7 § gi2 ' Blo { 25.2 
18.5 f 14.6 #4 7.8 a ae et i 221 
16.0. Shi ato 10.1 4.3 f 15.2 Po o=L.d 
1967 I 19.9 14.2 ; 5.1 i 1S 2s Wel 
18.5 5.6 f 1116 if 0.8 26.1 4 -6.8 
18.9 14.3 # 11.3 eae ee “0.3 
17.0 11.8 | 8.8 3.6 29.6 5.6 
1968 17.0 12.8 § 9.5 Te: ee Beer j 16.6 i 
17.8 ee 9.3 7.6 § 24.5 $ 14.1 
18.1 1325 11.4 7.0 y 22.2 : 13.9 
19.8 15.9 9.5 6.9 § 21.2 LG 
yl Ho 
1969 14.9 11.5 | 9.6 5.3 #7 13.1 oe 
17.8 | 14.0 4 9.8 8.1 f 20.5 # 13.4 
17.3 11.5 9.3 BaF BAB de BG 
16.7 11.5 10.1 5.9 19.0 4% 8.7 
1970 20.7 N) “D3ea 4. Bey 5.7 25.6 | 1.9 
: 20.4 | 12.5 1 Tas 6x0 Loo! St. ade e: J 
19.6 1247 8.4 6.4 # 411.6 # 15.7° 
é i238" OM AG 6.3 7.30 & Tea i 10.6 
iN d 
1971 14.2 B.8 8.3 PG, OS Gee f 22.1 | 
9.5 A.0. 0 Fg 7.5 2.0 4: 16.3 4 
9.4 Sauce He Yen 6.2 ¢ 1.3 23.4 
9.8 5.3 5.4 6.8 OF Natal | 
1972 11.4 6.3 | 8.1 9.3 1.9 25.2 |} 
| 12.6 7.6 4 8.5 6.1 eee Smee ae 
ide? 8.7 9.5 9.9 9.3 10.9 { 
17.4 Lio | 10.5 8.6 12.5 5.3 | 
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GNP Deflator 
(1965=100) 
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Money Supply 
(1970=100) 
(% change over previous year) 


1965 
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1968 
1969 
1970 
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Japanese Government Finances - 1965-1973: Annual Index 


(1965=100) 


4 i Deficit P 
: 160.6 
: ' 140.2 
| 136.5 
a | 118.2 
q 64.1 
35.2 
a 282.9 
a 354.4 


or ee my 


Approved For Release 2005/12/14 : CIA-RDP85T00875R001900030025-8 


G otpat gy i 


TEP TT RTP 


Toad Aa oa ted anal solell Atty dans unre Ue ebb ln hit ll ace vo natn Lhssm mart abddoue aed aoa arias 


) puamenmnemarinen Pe coiees 


Approved For Release 2005/12/14 : CIA- RDP85T00875R001900030025:8- ~ 


Japan Labor Statistics 


CF, ARTA TEAR ORAL IX TS CPCI FATS 
4 
_.._ Employed f Unemployed 
(millions persons) 4(% of labor force) 
LICENCE. ET TET ROTO 


. 19 LK, TL RL eee: 
1965 (average) 47.48 4 0.81 
1966 " : 0.90 

1.26 
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Table 


ry I Trends in Productivity and Wage Earnings 
[4 q 1965=100 


! i ‘Brosudesus ey Index | Earning. Index | 

| 1966 | ‘110.1 fF  at6.2 

zz | 1967 3 126.4 . 5 L23.45 
4 | 1968 142.4 a " 143.5 
i : : 1969 | 164.3 : 169.8 
q 11970, 185.2 : 201.7 

aa | 1972 191.8 | 233.3 

- : 3 | 1972 211.1 -— 271.0 | 

Po | 1973 | 250.8 32753 ! 

. : | 1974% | 252.0 : 425.0 

re Ere nme werent ri MMR ener me eeenteremeert a. 
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JAPAN: ALTERNATIVES TO OIL 


Tokyo is altering its long-term energy plans to reduce dependence on 
foreign oil. Nuclear power development is being accelerated, and the 
downward trend in coal production will be reversed. Nevertheless, Japan 
probably will depend on oil for close to 70% of its energy needs in 1985, 
compared with 75‘ at present. Since domestic offshore exploration is only 
just beginning and the potential yield is uncertain, nearly all of Japan's 
oil probably will still be imported. 


Nuclear plants currently account for only 2% of Japan's total electric 
power capacity. Before the oil crisis, Tokyo planned to increase this share 
to 18% by 1980 and 25%¢ by 1985. The Japanese have now decided to 
accelerate their development program, possibly boosting the nuclear share 
of electric capacity to 30°¢+40% by 1985. The program, however, already 
is bogged down because of siting problems. Even if these problems were 
solved, the Japanese might have difficulty obtaining sufficient enriched 
uranium. Under these circumstances, Tokyo is unlikely to achieve its new 
objectives. 


Coal consumption will continue to increase over the next decade, but 
coal's share of total energy will decline considerably. Domestic production 
fell from a peak of 50 million tons in the mid-1960s to 22 million tons 
last year. An increase of only one million tons is planned during 1974-75. 
Even with maximum effort, the Japanese probably could not boost output 
to more than 35 million tons by 1985. Coal reserves are estimated at 20 


billion tons, but quality is poor and exploitation will be difficult. 


. Japan's Primary Energy Consumption 


Percent of Total 
1973 Estimate 1980 Plan 1985 Plan 
Oi 75 73 71 ; 
Coal 17 11 9 
Natural gas 1 4 5 
Nuclear , 1 8 11 
Hydro 6 4 4 


Least significant in Japan's energy outlook are hydroelectric power 
and natural gas. Hydroelectric capacity has nearly reached its limit: future 
gains in output will come mainly from expensive pump-storage powerplants, 
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: Although domestic sources of natural gas are being sought. most of Japan's 

supply will continue to be imported. The Japanesz hope to increase liquefied 

‘natural gas imports ten-fold by 1985. They have been negotiating for 

supplies with numerous countries. including Abu Dhabi. Iran. Indonesia, 

and the USSR. These efforts may be increased. but natural gas is unlikely 

to account fer more than 5% of Japan's total energy by the mid-1980s, 
25X1 
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